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Abstract
The paper considers a two-country model of overlapping generations
economies with intergenerational transfers carried out in the form of
bequest and investment in human capital. We examine in competitive
equilibrium the optimal provision of education with and without capital
markets integration. First, we explore how regimes of education provision
– public, private or mixed – arise and how they affect the dynamics of
autarkic economies. Second, we study the transitory and long-run effects
of capital markets integration, in equilibrium, on the optimal provision of
education and growth. Third, we examine a competition game where
countries compete in the provision of public education.
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7Lw lv zruwk qrwlqj wkdw wkh surri ri Sursrvlwlrq 5 dvvxphv vlplodu h!flhqf| lq wkh
hgxfdwlrq surfhvv uhjdugohvv ri wkh hgxfdwlrq uhjlph +qdpho|/ wkh vdph ￿,1 Wkrxjk wkhuh
duh uhdvrqv wr eholhyh wkdw h!flhqf| ri sxeolf hgxfdwlrq lv kljkhu wkdq wkdw ri sulydwh
hgxfdwlrq/ wkh udwlr ￿d@￿s lqglfdwhv e| krz pxfk wkh iruphu kdv wr h{fhhg wkh odwwhu
wr dfklhyh d vlplodu orqj0uxq jurzwk udwh1 Vwudljkwiruzdug qxphulfdo fdofxodwlrqv +xvlqj
￿4 @ ￿5 @4 >￿ 6 @5 >￿@3 =8>D@7 , lqglfdwh wkdw sxeolf hgxfdwlrq +zlwk ￿7 @5 =:8, kdv
wr eh 517 wlphv pruh h!flhqw wkdq sulydwh hgxfdwlrq +zkhq fkdudfwhul}hg e| ￿7 @3 =58,
wr dfklhyh wkh vdph jurzwk udwh1 Krzhyhu/ hyhq li jurzwk udwhv duh vlplodu/ rxwsxw ohyhov
xqghu sxeolf hgxfdwlrq duh orzhu/ lq rxu iudphzrun/ vlqfh sduw ri wkh kxpdq fdslwdo
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